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I. Introduction 

 

The Fair Labor Standards Act of 1938 (“FLSA”)1 established a uniform requirement that covered workers be paid a 

base amount per hour throughout the nation.2  It was designed to exclude from interstate commerce goods produced “under 

conditions detrimental to the maintenance of the minimum standards of living necessary for health and general well-being” 

and to prevent the distribution of goods in interstate commerce, the production of which would perpetuate substandard labor 

conditions.3  The codification of such a requirement sparked, and continues to spark, an impassioned economic and political 

debate.4  The statute‟s legislative history suggests it was enacted to improve the plight of the working poor.5   While 

proponents and critics may agree on such a laudable end, they argue vehemently about the about efficacy of the chosen 

means.6  Not only are the intended consequences of the Act debated, but the alleged unintended consequences are 

controversial as well.7 

This paper reviews the history of federal minimum wage legislation, along with the controversy that persists 

concerning its economic and social justifications. It also explores state laws which mandate a higher minimum wage rate than 

the federal requirement, presumably to further those same goals. It then discusses research conducted on the effect that the 

minimum wage rate has on employment, and reports the results of a study completed by the authors which compares the 

unemployment rates in contiguous counties with different minimum wage rates in the Northwest. The analysis of the data 

reveals that, from an economic perspective, there is a strong correlation between a higher legislated minimum wage rate and a 

higher unemployment rate.  The results of this study suggest that, because of this disemployment effect, minimum wage laws 

indeed may frustrate the goals advanced as their justification, and that alternative forms of aid to workers, who are at (or 

below) the poverty line, should be explored.   

 

 

II. Federal and State Minimum Wage Legislation  

 

A. Early Minimum Wage Laws and their Constitutional Challenges8 

 

Early state legislation was justified as a means of addressing the persistence of sweatshops, or places of employment 

in which workers, who were not the primary source of income for the household (women and children), were paid wages 

below what was necessary to sustain themselves on their own, that is, a living wage.9  Massachusetts was the first state to 

pass minimum wage legislation in 1912.10 Several states followed its lead, such as Washington and Oregon in 1913, and 

Arizona and Arkansas in 1925 and 1927.11  Cumulatively, between 1912 and 1938 twenty-eight states, as well as Puerto Rico 

and the District of Columbia passed minimum wage legislation which was largely aimed at women and children.12  

Congressional hearings before House and Senate committees were held in 1918 and 1919 to explore the establishment of a 

minimum wage for federal employees, as well.13 

While fairly widespread across the nation, initial state attempts at wage regulation failed to survive constitutional 

challenges.14  In Hammer v. Dagenhart a majority of the Court held that Congress was without power to exclude the products 

of child labor from interstate commerce.15  The Supreme Court also struck down a District of Columbia law that set minimum 

wages for women in Adkins v. Children's Hospital, holding that the act was an unconstitutional interference with the freedom 

to contract and repugnant to the Due Process Clause of the Fifth Amendment, since the amount specified bore no relation to 

the type of work involved or employee capability, and unjustly prevented bargaining for contractual terms.16  Similarly, a 

New York statute, which, unlike the D.C. statute, required that the wage be commensurate with the value of services 

rendered, was ruled unconstitutional in Morehead v. New York ex rel. Tipaldo, because under the Court‟s interpretation of the 

Fourteenth Amendment Due Process Clause, states also were without power to change or nullify contracts between 

employers and adult women workers as to wages paid.17   
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Ultimately, in reviewing the state of Washington‟s Minimum Wages for Women Act, the Court changed course 

completely, and upheld the state statute against a Fourteenth Amendment challenge, concluding that the legislation was a 

valid exercise of the state's police power to protect the health and safety of women.18  This ruling paved the way in part for 

the passage of the Fair Labor Standards Act of 1938.19  A part of the New Deal package,20 the FLSA was passed on the heels 

of the Great Depression, with its high unemployment levels and the prevalence of people living in poverty.21 The FLSA was 

intended to protect blue-collar workers and to allow them to maintain a basic standard of living.22 

While many of President Roosevelt‟s New Deal reforms were stymied by decisions of the Supreme Court ruling the 

legislation unconstitutional,23 the case of NLRB v. Jones & Laughlin Steel reversed this trend, and expanded Congressional 

power under the Interstate Commerce Clause because of the profound effect that intrastate activities could have on interstate 

commerce.24  When the validity of the FLSA was tested in United States v. Darby, 25 the Court upheld the Act as being 

constitutional, and as not offending states‟ rights under the Tenth Amendment, concluding that Congress had the power under 

its control of interstate activities to choose the means reasonably suited to reach it goals.26 The Court observed that the 

requisite evil Congress sought to redress was the use of the facilities of interstate commerce to spread goods produced by the 

maintenance of substandard labor conditions, which in effect was a method of unfair competition.27 

 

 

B. The Federal Labor Standards Act  

 

Indeed, the Federal Labor Standards Act of 1938 was premised upon a Congressional finding that “labor conditions 

detrimental to the maintenance of the minimum standard of living necessary for health, efficiency, and general well-being of 

workers" was perpetuated by the channels and instrumentalities of interstate commerce, burdened the free flow of goods in 

commerce, constituted an unfair method of competition, led to labor disputes and an interference with the orderly and fair 

marketing of goods.28  As passed, and then amended in subsequent sessions of Congress, the Act requires covered employers 

to pay non-exempt employees a specified rate.29  Some of the categories of employment exempt from the legislation include, 

for example, certain employees in the agricultural sector and fishing industry,30 as well as workers "employed in a bona fide 

executive, administrative, or professional capacity,"31 as defined by regulations promulgated by the Department of Labor.32  

The exact boundaries of the statutory exemptions, of course, are subject to judicial interpretation.33  The law also created the 

Wage and Hour Division in Department of Labor to administer the provisions of the law, collect relevant data, and report 

annually to Congress.34   

Congress has amended the FLSA numerous times.  In 1960s, Congress shifted the focus of the Act from the 

employees‟ activities to the nature of the employers‟ enterprise, by extending the Act's provisions to employees of enterprises 

engaged in commerce or the production of goods for commerce.35  Amendments to the FLSA have not only increased its 

rate,36 but its coverage of employees, as well.37  For example, the 1974 amendments extended coverage to state and federal 

workers,38 as well as to documented household workers.39 The 1996 legislation established a lower youth minimum wage for 

workers under the age of twenty to be paid during the first ninety consecutive days of their employment.40  More recently, 

Congress passed the Fair Minimum Wage Act of 2007, which in three annual seventy-cent increments, increased the 

threshold wage from $5.15/hour to $7.25/hour.41  Although Congress increased the nominal rate of the minimum wage over 

the past sixty years from twenty-five cents to its current level of $7.25, allegedly the real value of the wage in the last forty 

years has fluctuated and ultimately suffered a substantial decline.42   

Do the minimum wage provisions of the FLSA affect a substantial number of American workers? According to 

estimates for 2008, of the 75.3 million American workers age sixteen and over who were paid at hourly rates (58.2 percent of 

all wage and salary workers), about 2.2 million workers (three percent) were paid wages at or below the minimum.43  While 

the number of workers covered is substantial, the estimate may seem less than expected in part because some states have 

established higher rates, a departure that is permissible. 

 

 

C. State Minimum Wage Legislation 

 

The FLSA does not preclude states from providing for a higher minimum wage rate.44  Minimum wage rates that 

exceed those of the federal rate currently exist in fourteen states and the District of Columbia.45  Some state statutes establish 

a specific minimum wage rate that is higher than the federal wage rate.46  Other states link the state minimum wage to the 

federal minimum wage.47  A few states have adopted the indexing approach suggested by some policy analysts,48 and adjust 

their minimum wage rate according to the Consumer Price Index.49  Several states have not enacted minimum wage 

legislation at all.50 Interestingly, South Carolina and Louisiana both specifically prohibit governmental subdivisions within 

their respective states from enacting minimum wage rates.51 

 

 

III. Wage Regulation as a Tool to Combat Unemployment and Poverty 

 



The routine conflict that ignites controversy over state and federal minimum wage legislation concerns whether or 

not a hike in the minimum wage rate, or even the existence of a legislated minimum wage requirement, causes 

unemployment.52 Other points of contention about sound economic and social policy also swirl around the minimum wage 

debate, such as whether or not the policy is a well-targeted one aimed at assisting low-income working individuals and 

families.53 

 

A. Arguments in Favor of Minimum Wage Legislation  

 

Proponents contend that the moderately increasing the minimum wage does not adversely affect employment rates,54 

and that the elasticity in the labor marketplace is sufficient to absorb minimum wage increases.55 One economic model 

suggests that marginal workers are squeezed out of the market as high-rent workers ratchet up effort level, which increases 

the value of marginal product and reduces the size of the employment effect.56  Another economist observes that raising the 

minimum wage to catch up with persistent inflation cannot possibly lower anyone‟s profit or destroy jobs.57  In fact, an 

increase can raise employment because a shrinking real minimum wage (as adjusted for inflation) also shrinks aggregate 

demand as well as demand growth, particularly since it reasonably may be assumed that minimum wage workers consume 

everything they earn, so that when their real earnings decrease, there is some loss in aggregate demand.58  That decline in 

demand tends to lower output and employment, whereas the fall in demand growth lowers output growth and raises the rate 

of unemployment.59  Moreover, studies have found that increasing the minimum wage neither hindered the growth of small 

business nor precipitated business failures.60 

Recognizing how inflation can erode the real value of a working wage and desiring to insure that the lowest paid 

workers will have some semblance of financial stability, some minimum wage supporters propose the adoption of a system 

that automatically adjusts the rate as the cost of living increases by indexing it to a measure such as the Consumer Price 

Index.61  In fact, the indexation of the federal minimum wage to some type of cost of living measure was debated in the 1970s 

and early 1980s as well as in the 1990s, under both Democratic and Republican administrations.62  Policy arguments in favor 

of indexing the minimum wage to some formula, which might be based on cost of living adjustments, a percentage of average 

hourly earnings, or the Consumer Price Index, counsel that, for both employees and employers, increases would be regular, 

predictable, and tied to a neutral standard, instead of the political climate in Congress.63 

Although seemingly self-evident, the primary problem of low-wage workers is low wages, along with the absence of 

benefits.64  While governmental income support programs exist, such support programs are not administered in a coordinated 

fashion, require a cumbersome application process, and remain insufficiently publicized and stigmatized.65  Recently, a living 

wage movement, solidified by the involvement of community and labor groups, has emerged at the local level, which 

champions a variety of employment empowerment issues beyond the minimum wage rate, including performance-based 

discharge, seniority and benefits, in addition to economic inequality.66 In other words, while the minimum wage rate is a 

necessary condition, it is no longer sufficient for economic sustainability.67  The living wage movement, however, is not just 

defined by its economic impact goals for employment and poverty, but also on the goal of expanding participation in society, 

both politically and productively.68  A recent study of the Los Angeles Living Wage Ordinance, ascertained that it had 

increased pay in nearly ten thousand jobs, primarily affecting low-income workers, with minimal employment reductions.69  

 

 

B. Arguments Against Minimum Wage Legislation 

 

Nevertheless, concerns persist about the effectiveness, as well as the unintended consequences of the FLSA‟s 

minimum wage provision.70  For example, it is argued that the economic brunt of the legislation is borne, not by society as a 

whole as a means of insuring a living wage for workers, but instead by small business owners who employ unskilled labor.71  

Some critics assert that the workplace has changed dramatically since 1938, and that those demographic shifts are not 

adequately addressed by the FLSA.72   Predominately, the literature since the early 1990s on the employment effects of 

minimum wages 1) points to a reduction in employment opportunities for low-skilled and directly affected workers, 2) 

reports virtually no evidence that minimum wages reduce the proportion of families with incomes near or below the poverty 

line and may adversely affect low-income families, and 3) suggests that minimum wages appear to inhibit skill acquisition by 

reducing educational attainment and perhaps training, resulting in lower adult wages and earnings.73 

Advocates of New Progressivism question whether or not the minimum wage requirement is capable of providing 

adequate financial support to aid in the fight against poverty and homelessness, or if instead tax credits and housing subsidies 

are better suited to achieve those economic and social goals.74  Commentators question how the minimum wage can be 

effective in promoting economic independence since the majority of minimum wage earners are no longer the primary wage 

earners in a household.75  Further, since there is a disconnection between the population purportedly targeted by minimum 

wage legislation and its actual benefactors, who often have other sources of income, they question if the redistributive goals 

of minimum wage legislation are achieved by such poorly a targeted assistance program.76 A comprehensive study of the 

economic effects of the Earned Income Tax Credit (“EITC”) program declared that “whatever the minimum wage can do, the 

EITC can do more efficiently, with fewer negative consequences, and with better target efficiency.”77   



Other observations based upon studies offer additional criticisms.  One study suggests that the minimum wage does 

not help in the war against poverty but merely serves to redistribute income among low income families rather than to them.78  

Another study documents that an increase in welfare caseloads accompanied a minimum wage hike, suggesting that 

minimum wage policies are not effective in securing financial independence for low income workers.79 

Yet another data analysis suggests that, since women still are overly represented in minimum wage jobs, policies that focus 

on equity adjustments for comparable worth are more effective at targeting poverty than the minimum wage rates.80  

 Aside from concerns about its effectiveness in advancing the economic status of wage-earners, is the concern that 

the minimum wage rates, along with increases in its legislated amount, adversely affect employment.81 Critics contend that 

the data provide that an artificial increase in the price of labor necessarily causes less of it to be bought, a predictable 

outcome in the law of supply and demand.82  Similarly, if a minimum wage rate exceeds the contribution of some employees 

to the firm's revenue, the firm can either terminate some employees or subsidize their employment, and if they are subsidized, 

then the firm likely will forego hiring some persons it otherwise would have hired, and aggregate employment, thus, will be 

reduced.83  Further, economists note that evidence of negative employment effects is sufficiently strong, and caution that 

raising the minimum wage rate is likely to harm the availability and characteristics of jobs for those workers whose wages are 

likely to be most impacted.84  Finally, the increase in labor costs can spur inflation and undercut the real minimum wage, 

precipitating an endless spiral.85  

In addition to any economic analysis of adverse impact, labor supporters cite several seemingly inherent operational 

problems minimum wage legislation:  1) the Wage and Hour Division of the Department of Labor is underfunded and 

understaffed, resulting in less than effective enforcement activities, 2) employers are subverting the system by allegedly 

hiring independent contractors or subcontractors to escape the provisions of the FLSA, and 3) employees, most of whom are 

at-will, are reluctant to complain to authorities anyway for fear of retaliation.86  Clearly, controversy surrounds choosing the 

most appropriate means of addressing the same issues that exist today as existed in 1938, the maintenance of a sufficient 

standard of living for citizens and the elimination of unfair competition among employers.87  Although inconsistent results 

complicate this issue, empirical studies provide some clues as to the best means of identifying and addressing both the 

intended and unintended consequences of government regulatory policy in the labor market. 

 

 

IV. Comparative Analysis of Economic Effects 

 

A. Studies Analyzing the Effects of Minimum Wage Legislation 

 

In the 1980s a number of states responded to the ten-year freeze of the federal minimum wage rate by increasing 

their state rates.88 As a result, economists, like medical researchers, had a laboratory for comparing labor market outcomes in 

treatment and control groups by measuring the effect of minimum wage increase for one group of workers and not another.89 

Such research may be categorized into two methodological approaches: (1) traditional national-level studies and (2) localized 

adjoining areas case studies.90  The latter most commonly includes a comparison of contiguous regions, either by state, 

county, or city limits, in which one contiguous region has a minimum wage change (usually a rise in minimum wage) and the 

other contiguous region(s) have no minimum wage change, acting as a control.91 Regional analysis is important because the 

perceived impact federal minimum wage legislation on labor conditions should not necessarily be generalized because 

differences in the cost of living and amenities among regions may lead to differences in the real minimum wage level.92  

Some case studies instead focus upon specific industries,93 although some economists question this approach.94  For 

example, in 2007, the fast-food and table service industries in San Francisco were compared with contiguous counties not 

regulated by the San Francisco municipal minimum wage and found no increased rate of business closure or employment loss 

within the San Francisco restaurants.95 The research also concluded that in fast food restaurants, prices, along with the 

employment of full-time workers and employee job tenure, increased significantly, while the same effect was not discernable 

at table-service restaurants, suggesting that the San Francisco minimum wage had a positive effect upon job quality and 

worker attachment, with no commensurate reduction in the overall separation rate.96 Other studies focus on a specific group 

of employees in a local market, such as teenagers.97 

 

 

B. A Study of Contiguous Counties with Different Rates in the Pacific Northwest  

 

 The study described in this paper captures effects in contiguous regions in the Pacific Northwest, a somewhat 

isolated region of the country, in which one area is subject to a series of minimum wage increases (Washington), while a 

neighboring area‟s minimum wage remains the same for a decade, from 1997 through 2006 (Idaho).  The study examines 

changes in the unemployment rate in all of the Idaho and Washington counties along the states‟ shared border.  

 Table 1 was created with data gathered from the Bureau of Labor Statistics Local Area Unemployment data base on 

state level employment, and shows the statewide minimum wage and unemployment figures for Washington and Idaho.98  

The nine year period from 1998 to 2006 is of special interest, because in1998 both states in the study had the same minimum 



wage rate, that is, the federal rate of $5.15 per hour.  However, Idaho‟s minimum wage rate remained unchanged until 2007, 

while Washington‟s rate was gradually increased every year beginning in 1999.  In 2006, the minimum wage in Washington 

was $7.63, or forty-eight percent higher than that of Idaho at $5.15. 

Figure 1 combines and plots statewide trend lines for both minimum wage and unemployment rates based upon the 

data represented in Table 1. In 1998, the starting point of this study, both states had similar unemployment rates near five 

percent, and identical minimum wage rates. As the Washington minimum wage rate increased, its unemployment rate 

increased gradually relative to that of Idaho.  For example, by 2003, Washington‟s unemployment rate had risen to 7.4 

percent and Idaho‟s unemployment rate was 5.2 percent.  In August 2007, Idaho‟s minimum wage rate increased because of a 

change in the federal rate, and in 2008 the gap between the unemployment rates of Washington and Idaho began to close. 

Thus, a cursory examination of statewide minimum wage and unemployment rates provide supporting evidence for the claim 

that higher minimum wage rates tend to increase unemployment.   

The study next focused on the border areas of Washington and Idaho.  It is along the border that the effects of a 

minimum wage rate change, if any, are most likely to be observed.  Labor mobility is likely to be highest between the two 

states along their shared border; furthermore, examining employment in adjacent areas helps reduce ethnic, social, and 

geographical variation between the states‟ workforces.99  There are six Idaho counties that border Washington, and four 

Washington counties that border Idaho. Along the shared border there are two metropolitan areas, Spokane in Spokane 

County, Washington and Coeur d‟Alene in Kootenai County, Idaho. Spokane County is by far the largest source of workers 

in the region, with a labor force of approximately 240,000, and Kootenai is about a third of Spokane‟s size.100 The remaining 

counties, Pend-Orielle, Whitman, and Asotin in Washington, and Benewah, Bonner, Boundary, Latah, and Nez Perce in 

Idaho, each only contribute a small portion of the overall labor force.101  

For the study, the authors gathered labor force and employment data from the Bureau of Labor Statistics Local Area 

Unemployment database for these ten counties.  Rather than focus on specific subgroups, such as teenagers, or within 

industries, such as the restaurant industry, this study examines the entire labor force among contiguous counties to see if the 

employment trends that correspond to minimum wage changes are observable at the macroeconomic level. To calculate 

border unemployment rates in each state, the authors aggregated figures on the labor force and the numbers of unemployed 

workers from each of these counties, and used the calculated unemployment rates to create Table 2 and Figure 2.102  The 

overall labor force and unemployment numbers can be found in Table 2.  Figure 2 is similar to Figure 1, except that it 

displays trends only in the border regions of both Washington and Idaho.  

When compared to statewide trends, an examination of the data from these contiguous counties reveals a more 

profound connection between minimum wage hikes and unemployment.  In the border region, Washington and Idaho did not 

begin with similar unemployment rates in 1998.  Idaho‟s border counties had an aggregate unemployment rate of 6.8 percent, 

while Washington‟s border counties had a much lower rate of four percent. As the minimum wage rate increased in 

Washington, the border region‟s unemployment rate gradually rose, reaching a local peak in 2003.103  While Washington‟s 

minimum wage rate consistently increased beginning in 1999, Idaho‟s rate steadily decreased in the border region. The 

unemployment rate on the Idaho side of the border reached a low of 3.4 percent in 2007, after which it began to increase 

again. As previously noted, it was in August of 2007 that the higher federal minimum wage became effective in Idaho. 

 The corresponding trends between minimum wage rate changes and unemployment rates on both sides of 

Washington-Idaho border are large and readily observable. In 1998, when both states still had the same minimum wage rate, 

the border unemployment rate in Washington was forty percent lower than the border unemployment rate in Idaho.104  By 

2006, Washington‟s minimum wage rate was forty-eight percent higher than that of Idaho and the unemployment rate of 

Washington‟s border counties was thirty-eight percent higher than that of the Idaho counties.105  The comparison between 

contiguous counties only strengthens the impact of that observation. Net unemployment in the Washington border counties 

increased by over twenty-two percent between 1998 and 2006; over the same period, net unemployment in Idaho border 

counties fell by forty-eight percent.106 These trends strongly suggest that when a minimum wage rate increase is large 

enough, higher unemployment rates will follow, especially when compared to unemployment trends in contiguous counties 

without any minimum wage increase. 

 This study is distinguishable from the existing literature comparing unemployment and minimum wage rates in three 

key respects. First, the study compares the minimum wage rate‟s employment effects in contiguous counties in two states, 

which, while an established research technique for examining such effects, is still relatively rare among research studies.107  

Second, prior to the 2007 increase in the federal minimum wage rate, the difference between the minimum wage rates of 

Washington and Idaho represented the largest gap between any two states that would permit a comparison of geographically 

contiguous counties.  Compared with prior research on New Jersey and Pennsylvania, which examined the effect of an 

eighteen percent (eighty-cent) increase in New Jersey‟s minimum wage rate,108 the comparison in this study is focused on a 

significantly larger difference in minimum wage rates, both in absolute and percentage terms. Third, this study looks at a 

consistent increase in one state‟s minimum wage rate over several years, while the other state‟s wage rate remains 

unchanged.109  The consistent increase over time helps to ensure that other factors, such as economic growth, will not prevent 

modest minimum wage increases from binding, that is, from being higher than the prevailing market wages in the relevant 

region or industry.110 With few exceptions, previous studies have only examined the effects of either one-time increases, or a 

limited number of increases, in a state‟s minimum wage rate.111  



One reason why the trends in this study may appear so much stronger than in previous studies of contiguous 

counties is the magnitude of the difference.  Both in absolute terms ($2.48) and as a percentage of the federal minimum wage 

(forty-eight percent), the difference between the effective minimum wage rates of Washington and Idaho is anomalous. No 

prior study has examined such a large difference. The implication is that only unusually large minimum wage differences 

yield an observable disemployment effect, and commensurately, a substantial adverse unintended consequence. 

Another possible explanation is that absolute differences matter more than percentage differences.  In other words, 

even though eighteen percent appeared to be a large and significant change in New Jersey‟s minimum wage,112 ultimately the 

monetary difference was only eighty cents an hour, which was too insufficient to have a clear impact on either side of the 

state border. The increase in Washington‟s minimum wage in absolute terms from 1998 to present is historically unusual, and 

allowed for an examination of the largest minimum wage difference between contiguous states in the country, thus permitting 

the comparison of a much larger difference than was possible for prior researchers to exploit.  The results of this study of 

adjacent counties suggests that while the marginal effects of typical minimum wage rate increases tend to be small, unusually 

large and consistent increases do have the disemployment effect that competitive industry models in the research predict.113   

 

 

V. Conclusion 

 

In his 1936 campaign speech President Roosevelt promised “[o]f course we will continue to seek to improve 

working conditions for the workers of America—to reduce hours over-long, to increase wages that spell starvation, to end the 

labor of children, to wipe out sweatshops… For all these we have only just begun to fight.”114  Two years later, Congress 

passed the Fair Labor Standards Act, and its minimum wage provision.115  The provisions of the Act, while transformational 

for the American worker, did not eradicate poverty; that fight continues.  Decades later Dr. Martin Luther King proclaimed, 

that „[t]here is nothing except shortsightedness to prevent us from guaranteeing an annual minimum—and livable—income 

for every American family.”116  This goal, and the propriety of governmental policies designed to assist low income workers 

in providing a sufficient standard of living for their families, is not nearly as controversial as the means by which that goal 

should be achieved.   

The debate over those means is an impassioned one. Proponents of a governmentally mandated minimum wage for 

hourly workers cite studies and justifications for their positions.117 Opponents of this approach advocate other policies, such 

as the earned income tax credit as a better targeted alternative to mandatory minimum wage rates, and counter the alleged 

positive attributes of minimum wage legislation.118  While the effect of minimum wage legislation on unfair competition 

remains largely anecdotal, its effect on employment has been the subject of both criticism and empirical analysis.  The study 

reported in this paper validates that criticism, at least with respect to situations where increases in the minimum wage rate are 

large enough to be binding.  This study‟s findings suggest that alternative anti-poverty policies merit greater consideration, 

and that the effectiveness of recent minimum wage rate increases in achieving social objectives should be examined. 

 

 

 

Table 1: Statewide Minimum Wages and Unemployment Rates 

 

Year 

Washington 
Min Wage 

($) 

Washington 
Unemployment 

(%) 
Idaho Min 
Wage ($) 

Idaho Unemployment 
(%) 

1997 5.15 4.9 5.15 5.1 

1998 5.15 4.8 5.15 5.1 

1999 5.70 4.8 5.15 4.9 

2000 6.50 5 5.15 4.6 

2001 6.72 6.2 5.15 4.9 

2002 6.90 7.3 5.15 5.4 

2003 7.01 7.4 5.15 5.2 

2004 7.16 6.2 5.15 4.6 

2005 7.35 5.5 5.15 3.7 

2006 7.63 4.9 5.15 3.0 

2007 7.93 4.5 5.85 3.0 

2008 8.07 5.3 6.55 4.9 

2009 8.55 8.2 7.25 8.0 

 



 

Table 2: Labor Force and Unemployment in Counties Along the Washington-Idaho State Border 

 

Year 

Washington 
border 

labor force 

Idaho 
border 
labor 
force 

Washington 
border 

unemployed 

Idaho 
border 

unemployed 

WA  border 
unemployment 

rate 

Idaho border 
unemployment 

rate 

1997 243,993 117,571 10,075 7811 4.1 6.6 

1998 250,593 120,200 10,146 8137 4.0 6.8 

1999 256,429 120,392 11,858 8022 4.6 6.7 

2000 245,216 118,543 12,475 7291 5.1 6.2 

2001 244,093 122,054 15,626 7946 6.4 6.5 

2002 248,999 122,795 18,476 8221 7.4 6.7 

2003 252,816 123,497 18,631 7764 7.4 6.3 

2004 253,972 126,937 16,304 6640 6.4 5.2 

2005 259,041 131,172 14,535 5673 5.6 4.3 

2006 261,559 132,485 12,829 4656 4.9 3.5 

2007 268,203 134,259 12,609 4559 4.7 3.4 

2008 276,168 137,062 15,397 7558 5.6 5.5 

2009 277,300 136,508 23,941 11,895 8.6 8.7 

 

 

 

Figure 1: Statewide Minimum Wages and Unemployment Rates  
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Figure 2: Minimum Wage and Unemployment in Counties Along the Washington-Idaho State 

Border 
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